The importance of Ease of Doing Business indicators as determinants of FDI inflows has attracted attention in establishing their connections. The aim of the research is to examine the relationship between the Ease of Doing Business indicators and foreign direct investment (FDI) inflows. Dynamic and correlation analysis are applied in the consideration of the interdependence of Doing . The obtained results show that Resolving insolvency and Construction Permits have the highest degree of agreement with FDI, while the negative agreement with FDI trends is shown by Getting Electricity, Registering Property, Getting Credit, and Enforcing contracts. The main results of this research are useful for economic policy makers because they provide a good basis for formulating the strategy of improving the business environment in the Republic of Serbia.
INTRODUCTION
Foreign Direct Investment (FDI) is widely considered in numerous surveys from different perspectives. In general, if countries are at a similar level of economic development, those who attract more FDI are considered more competitive. Considering the growing importance of FDI for the economies of countries, the importance of analyzing the costs and benefits of such investment is emphasized. In this way, multinational companies not only maximize benefits, but can also minimize their costs. Higher economic growth based on FDI is achieved through numerous benefits at different levels. FDI benefits are associated with technology transfer, better use of available resources, and the introduction of new processes, international trade integration, and plant development. Given that FDI is identified as positive for the country's development, it is important to explore the characteristics and policies of countries to attract FDI. With policies attracting FDI inflows, the host country can improve the business environment. Leaders require trade promotion, and creation of a long-term relationship that will distinguish FDI from one-time import-export contracts. In order to promote confidence in the market, it is proposed that governments define business rules, ensure presence and demonstrate loyalty to the private sector. Governments strive to improve policies, conditions and legislation, and introduce laws to create a simple and secure environment for business and attract FDI. These improvements are measured by the Doing Business indicators of the World Bank. Doing business is an annual survey, including a large number of "Ease of Doing Business" indicators, to assess and rank countries based on their quality to attract FDI. Therefore, ease of doing business represents an economic ranking based on the assessment of the ease of doing business in a particular economy. The higher ranking indicates that the regulatory environment is more suitable for the start-up and the functioning of a local company. Better economic governance (banking and finance, fiscal burden, monetary policy), less government participation in the economy, less government intervention, higher levels of political freedom, and the absence of wage and price controls contribute to higher FDI inflows.
The first part of the paper provides a literature overview of the World Bank"s Doing Business indicators. The second part is devoted to the connections of Doing Business indicators with FDI inflows, while the third part presents methodology of the research and hypotheses. The fourth part gives the results of the research.
EASE OF DOING BUSINESS
Since 2006, the World Bank has adopted an approach to rank nearly 200 countries based on their business environment and "ease of doing business" in these economies. The essence of the approach is reflected in the importance of the prosperity of the private sector in the promotion of growth and development. In general, the main idea is that simpler business start-up encourages an increase in the number of investors, which affects the increase in the number of jobs. The World Bank's analysis points to the link between a good business environment and promotion of competitiveness, innovation and expansion (World Bank, 2013) . The business environment is also linked to the institutional environment in the country. If the country has strong institutions, it becomes more attractive for foreign direct investment, bearing in mind that the cost of transactions is reduced by increasing the efficiency of the host country market.
The World Bank"s Doing Business report is based on certain criteria for evaluation and ranking of business simplicity. Doing Business indexes analyse areas, which are made up of several indicators (variables) representing qualitative measures. Indices are divided into following areas: starting a business, working with building permits, registering ownership, obtaining a loan, investor protection level, paying taxes, cross-border trade, respecting contracts, closing a business (or resolving insolvency), hiring workers, and obtaining electricity. They do not include certain business norms such as: macroeconomic stability, corruption, working skills of the population, security level, specific legislation for foreign investment, or infrastructure quality. In the further text it is shown how Doing Business in general, and above-mentioned criteria individually, are related to growth and development indicators.
Starting a business. The decision of an investor regarding whether to start a particular business is determined significantly by the simplicity of starting a business. A large number of empirical research studies highlight and confirm that entry barriers prevent development, while empowering forms that would lose part of the market share if someone applies more efficient technology (North & Thomas, 1973) . Higher initial costs are a barrier to creating an enterprise, and higher costs of starting up operations affect an entrepreneur's withdrawal from creating a company. In this case, they become employees, not employers, which affects the reduced number of potential jobs. The entry barriers discourage companies from entering, which is primarily the case with small businesses (Klapper et al., 2006) . Numerous procedures for starting a business, as well as higher start-up capital, reduce the scope of business activities. Higher capital affects the reduction in the level of entrepreneurship, and shorter time to register a company affects the increase in the number of enterprises in those industries with rising demands on the world markets. Reduced costs, shorter time and simplification of procedures in starting up operations affect the increase in the number of registered companies.
In a number of studies, the connection of entry barriers for businesses and determinants of growth is emphasized. A link between lower entry barriers and precise regulation and improvement of productivity factors was established. It was concluded that several entry barriers affect the lower overall productivity factor (Moscoso, Boedo & Mukoyama, 2012) . A negative link between input costs and productivity factors is identified, and that easy entry allows adaptation and faster spread of the best technology, leading to a faster growth of productivity factors.
Getting a loan. The influence of finance is significant for growth and development (Schumpeter, 1912) . On the other hand, certain authors point out that financial development is not significant for growth (Lucas, 1988) . Based on a survey conducted by King & Levine (1993) , it is concluded that there is a positive link between financial development and GDP growth per capita and capital accumulation. In addition, it is emphasized that there is a need to have programs that will allow better access to loans for enterprises, that is, the availability of loans not necessarily follows the increase in economic activity. Financial development positively influences growth by providing businesses with easier access to credit. In addition, credit-worthy companies grow faster in financially more developed countries. Financial development positively influences growth by reducing credit constraints, while it is noticed that financial development manages credit constraints to a significantly greater extent for smaller companies.
Implementation of contracts and good institutions. In order to simplify business, growth and development, it is necessary to establish efficient mechanisms for implementation of contracts and good institutions. This facilitates access to credit, improves trade and reduces the informal sector (World Bank, 2013) . Particular attention is paid to the importance of institutions and management to growth and development, in terms of the importance of good institutions for promoting economic growth (Djankov et al., 2003) . Three foundations of efficient market created by good institutions are: protection of property rights, implementation of contracts and collective action (Dixit, 2009) . Through the protection of property rights, investments are made by individuals, who will later collect the fruits of their investments. Implementation of contracts is aimed at individuals participating in mutual benefit transactions. Institutions with better enforcement mechanisms prevent one party from doing fraud transactions causing losses to the other party.
Certain research indicates how implementation or compliance with the contract affects the development and simplicity of business (Dixit, 2009) . The model suggests that in countries that have problems in implementing contracts, investors and contracting parties are in the "prisoner's dilemma" situation. High costs of implementing a contract may affect one party's failure to fulfil its obligations, which adds additional caution to investors when defining projects. In addition to this, an additional model emphasizing that problems of contract realizations cause higher macroeconomic volatility is created.
Developed legal institutions simplify the growth of enterprises by allowing them to gain simpler access to long-term financing. The countries with effective implementation of contracts have developed banks, and weak implementation of the law relates to a smaller financial market. The quality of institutions is the most important determinant of access to loans at the country level.
Effective compliance with contracts and good institutions also improves a trade. Effective compliance with contracts promotes comparative advantages in terms of goods for which production contractual relationships with third parties are necessary. Limited compliance with contracts and weak institutions are associated with the size of "grey" economies and foreign direct investment. The survey was conducted on the basis of data from 4000 companies from 40 countries, showing that a higher level of legal system reduces the size of the informal sector (Dabla-Norris et al., 2008) . Quintin (2008) defines the model describing how to reduce the size of the informal economy by improving compliance with contractual obligations on formal funding. In addition, the rule of law significantly increases the level of foreign direct investment, i.e. countries where the ways of registering assets are simpler are more attractive to FDI.
Investor protection. The issue of investor protection is significant for minority owners of a company. If an investor protection is weak, investors will not invest in a corporation unless they are the majority owners. In this way, the market is prevented from financing the growth of enterprises (World Bank, 2013) . In general, investor protection promotes economic growth and risk taking with regard to large investments. Better investor protection positively impacts companies in terms of risk taking and positively affects growth. Investor protection can also affect growth through financial markets, where poor investor protection is associated with the smaller financial market. Poor investor protection can lead to higher costs of external financing. Like investor protection, ownership protection, also encourages investments. When ownership protection is secured, investors are convinced to benefit from their investments. A positive link exists between the quality of institutions, such as the ownership protection (property rights) and investment, and growth. The existence of a positive link between the quality of property rights and the reinvestment of a company's profit initiates a positive link between property rights and growth.
Property rights promote economic growth through better allocation of resources. The impact of property rights on growth is generally viewed as providing an initiative for investors to invest. Besley & Ghatak (2009) identified four channels in which the property rights affect economic activity and growth, which include: 1) minimizing the risk of expropriation, 2) reducing the costs of protection, 3) property rights in the realization of trade gains, and 4) support of property rights to other transactions, and in particular regarding the loan claiming the guarantee.
The link between property rights and growth is complex, which points out the analysis of data panels from 91 countries in the period from 1980 to 2005 (Bose et al., 2012) . There is a positive link between property rights and growth in the countries in which financial institutions are developed, while in the developing countries there is an optimal level of property rights. Below and above this basic level lower growth will be achieved. On the other hand, the bidirectional causality between property rights and growth is identified, in the sense that ownership of land is the basis for the development of large enterprises, while the growth of companies improves property rights. Strong property rights have a positive effect on wealth and capital formation, that is, property rights positively affect investment and growth.
Paying taxes. Based on the analysis of the World Bank, it was found that the tax administration is one of the first 11 business constraints, while taxes are among the top 5 basic business constraints (World Bank, 2013) . Research focuses on the relationship between tax rates and development indicators. The conclusion was made that high tax rates adversely affect total investments, reduce FDI, reduce entrepreneurial activity and increase the informal sector. Higher tax rates may be associated with lower growth, and there is a negative link between tax rates and tax evasion. The Tax Administration is also an important aspect of taxation for ease of doing business and its impact on growth and development. Bird (1989) points out that tax administration should have the same or even greater significance than the tax structure of the tax system reform. The tax system of a particular country should be such that it works effectively and efficiently surrounded by the institutional weaknesses of a country.
Cross-border trade. The trade aims to allow manufacturers to expand their product market and to purchase inputs at the best prices. This is impossible to achieve if business is done exclusively on the domestic market. Certain studies have shown that in some African countries, due to inefficient trading procedures, revenue losses are almost 5% of GDP (World Bank, 2013) . Trading costs are higher in developing countries. Inefficiency in trade, especially in developing countries, imposes reforms in certain areas. Developed countries and developing countries differ in terms of the necessary reforms. The richer countries have to implement information and communication technology reforms, while developing countries need infrastructure and regulatory reforms. Simpler movement of goods through better infrastructure and institutions will have the greatest effects on improving trade for developing countries. Trade performance is most affected by the availability of information regarding trade, simplification and harmonization of documents, simplification of procedures and automation of processes.
Other indicators. In addition to the specific components, Ease of Doing Business is analysed also, in general, and its relationship with growth and development indicators (Mendoza et al., 2014) . For example, Bayraktar (2013) considers the link between FDI and business simplicity indicators as one potential source of FDI change in the period from 2004 to 2010. The results show that countries with better business outcomes attract more FDIs.
When considering developing countries, improvements in the "ease of doing business" indicators can have a partial impact on determining higher FDI flows in these countries. This study also shows that there is a steady increase in the share of FDI flows in developing countries while falling in developed countries. In addition, the difference in the growth rate of developed and developing countries is a factor that can explain the change in FDI flows from developed countries to developing countries. The results further show that Doing Business indicators are almost unchanged in developed countries, while rapidly change their values in developing countries. There are significant improvements in starting a business, closing down businesses and protecting investors. Piwon & Ramírez (2010) considered whether the business indicators affected the FDI, and indicate that there is a positive link between the government's actions to increase FDI flows. Using the regression model, it is concluded that increasing the Doing Business rank by one place contributes to an increase in investments of over $44 million. Similar research indicates that starting a business, registering assets, obtaining loans, working on building permits, protecting investors, crossing borders and executing contracts are indicators that are directly and significantly related to FDI in Asian economies (Shahadan et al., 2014) . The survey also showed that the closure of businesses or the resolution of insolvency are not desirable for total net FDI, but also that they do not have a significant impact on their attractiveness. On the one hand, net FDIs are in a positive correlation with the indicators of obtaining loans and investor protection, on the other hand, they have a slight negative correlation with indicators related to closing a business or resolving insolvency. A positive and significant effect on the flow of FDI has an indicator of asset registration, bearing in mind that ownership rights are the essence of providing investment, productivity and growth. The results of the analysis suggest that property owners who are registered can invest more easily, as well as having a greater chance of getting a loan when they use the property as a basis for a mortgage.
EASE OF DOING BUSINESS AND ITS IMPACT ON FDI INFLOWS
In order to improve the attractiveness of the developing country for FDI, an assessment of the importance of openness, infrastructure availability and sound economic and political conditions was carried out (Sekkat et al., 2007) . Based on the results of the research, it was concluded that these factors are particularly significant in South Asia, Africa and the Middle East, and that the impact of these factors is higher on FDI in the manufacturing sector in relation to total FDI. In addition, the impact of infrastructure on FDI was examined and pointed to the significant positive impact of infrastructure, in the short and long term, on FDI inflows (Rehman et al., 2011) . The results showed that in the short term, 1% increase of the infrastructure influences the increase of the FDI by 1.03%, while in the long run, the same percentage of infrastructure increase contributes to the increase of the FDI inflows by 1.31%. The survey also shows that the size of the market has a positive relationship, and the course has a significant negative impact on the infrastructure, in the short and long term. Better Doing Business ranking contributes to the higher FDI inflows, and it suggests that there is a more attractive investment climate in a country. FDI inflows are higher in countries with better Doing Business indicators, and economies that provide a good regulatory environment for domestic companies seek to provide the same for foreign companies.
Therefore, Doing Business set of indicators can be treated as the international instrument for changing behaviours, not only for the purpose of motivating national investors, but also for attracting foreign investors. The fact is that the attraction does not have to be linked to a high level of FDI. Doing Business indicators are compared with other known data on FDI inflows related to functioning of foreign business entities under the direct control of the government. The way that Doing Business indicators affect FDI is analyzed if the country's change in FDI inflow level is compared to Doing Business indicators" values for that year. Fostering FDI inflows is also affected by macroeconomic factors such as human capital, high per capita income, which cannot be influenced by the government. The working framework includes desirable legislation, an open business culture for foreigners, and valuable national institutions. The main indicators of FDI are: the size of the market, the growth of the market and the level of education of the domestic workforce, whereby the appropriate working framework for FDI is not sufficient for investment attraction. In order to enable the FDI inflow, it is necessary that the country has a certain positive location and good institutions.
The research identifies two groups of descriptive factors in terms of FDI inflows: gravity factors (legislation, closeness, market size) and factor endowments (labour force, capital) (Shahadan et al., 2014) . Most of the FDI inflows are explained by gravity factors, but policy and institutional environment are also significant. Companies are expected to invest in those countries where governments are less likely to control their operational tasks. This means free capital movement, lower corporate taxes, less corruption, and possibility to hold majority ownership in a local subsidy. If government defines a lot of legal procedures, there is an increase in costs for the enterprise, which finds a way to reduce FDI flows to that country. In addition to being an FDI source of external capital, they significantly contribute to economic growth and development. Key determinants of FDI are market-based: GDP per capita, gross domestic product, natural resources, production costs, level of corruption and infrastructure. In addition, a significant feature is the provision of the working framework, an economic system created by the government on a long-term basis, to allow foreign investment based on the attractiveness with respect to other countries. Based on the World Bank policy research, it is suggested that, while elements in certain determinants of Doing Business ranking are associated with increased FDI inflows, the ranking for an average country has a significant signalling effect for investors. In addition, it has not been shown that a significant improvement in the Doing Business ranking (or "country reform") influences a higher inflow of FDI, given that in developing countries, the relationship is not significant (World Bank, 2011) .
A survey of six Asian countries (Afghanistan, Pakistan, Iran, India, Sri Lanka and Bangladesh) considered the index of business simplicity as part of the working framework for describing FDI inflows (Shahadan et al., 2014) . The link between the Doing Business indicators for the net FDI inflow in the period 2004-2013 was considered. Indicators aim to point to the level of quality of institutions in a country. The results of the survey demonstrate the importance of the link between the Doing Business indicators and the FDI inflow, and that Doing Business indicators reflect a general investment climate that is significant only for small and medium-sized domestic enterprises. The research also indicates that there is a direct link between FDI and actions taken by the government.
The impact of institutional performances on FDI is not easy to measure. Institutional factor is significant, especially for developing economies, where weak institutions create poor infrastructure, which leads to a fall in profitability, and consequently to a decrease in FDI. The degree of institutional development is the essence of attracting FDI, based on a reduction in transaction costs of establishing local operations (Bevan & Estrin, 2004) . The authors point out that countries with better developed institutions in the market economy have a higher FDI inflow, as well as countries with more advanced private sector development and greater privatization. The results also show that countries with more developed and more effective legal systems also have a higher inflow of FDI, and there is some evidence that the liberalization of domestic and international markets has a significant positive impact on FDI inflows. The importance of the quality of institutions is indisputable for multinational corporations, that is, the good quality of institutions creates a friendly environment and this is the main factor for attracting FDI. Wei (2000) concludes that there are three main factors in the quality of institutions, both regulatory and legal systems and legislation. They are key determinants of attracting FDI inflows, and have to be focused on attracting FDI inflows. The corruption factor has been identified as negative for the FDI inflow.
RESEARCH METHODOLOGY AND HYPOTHESES
In this paper, the key variables are FDI inflows and Doing Business indicators. The FDI dataset was used from the basis of the World Bank and measured using FDI inflows (in% of GDP), and Doing Business indicators were determined on the basis of the World Bank"s Doing Business reports. Data refer to the period 2010-2017 for the Republic of Serbia. Dependent variable is FDI inflows expressed in % of GDP. Doing Business indicators are used for the purpose of research as independent variables. The index of Ease of Doing Business, as a composite index, is the non-weighted average of the value of each of these indicators. The value of this index ranges from 0 to 100. Based on the index values, an appropriate rank is assigned to a given country on a global list.
The aim of the paper is to analyze the link between the Doing business indicators and the FDI inflows, and to define possible directions of improving the business environment in the Republic of Serbia. In accordance with the goal of the research, the following hypothesis is defined and tested:
H1: There is interdependence between the Ease of Doing Business index (and its components) and the FDI inflows.
In order to analyze the relationship between the Doing Business indicators and the FDI inflows, dynamic and correlation analysis will be applied. Dynamic analysis will look at the trend of indicators values in the period 2010-2017, while the correlation analysis will assess the interdependence of FDI inflow and the value of the Ease of Doing Business index. The correlation analysis is based on Spearman"s correlation coefficient (a nonparametric indicator of variation between variables). The values of this coefficient range from -1 to +1, with a coefficient greater than zero, indicating a direct or positive correlation between the variables, and a value less than zero on an inverse or negative relationship between the variables. A stronger correlation between the variables is achieved if the correlation coefficient is absolutely closer to 1, while the linear connection is weaker if the value is closer to zero.
RESEARCH RESULTS AND DISCUSSION
In relation to the aforementioned methodology and defined research hypotheses, the following variables will be included in the analysis:
FDI -Foreign direct investment, in percentage of GDP EDB-Ease of doing business, indicator score X1 -Starting a Business, indicator score X2 -Dealing with Construction Permits, indicator score X3 -Getting electricity, indicator score X4 -Registering property, indicator score X5 -Getting credit, indicator score X6 -Protecting minority investors X7 -Paying taxes, indicator score X8 -Trading across borders, indicator score X9 -Enforcing contracts, indicator score X10 -Resolving insolvency, indicator score In order to get data for the entire observed period, harmonization of methodologies was performed. Table 1 shows the scores of indicators used in the analysis. The Protecting Minority Investors indicator is excluded from further analysis, because it does not show changes in scores during the observed period. The Construction Permits indicator shows the highest average annual change. The value of this indicator increases by an average of 14.87% in the observed period, although in the three observed years there were no changes regarding this indicator. The score of this indicator increased by 137.99% in 2017 compared to 2010. The only indicators that have recorded a decline in scores (by about 7%) are Getting Electricity and Enforcing Contract. During the observed period, the FDI inflows increased by 24.45% annually, and the FDI inflow in 2017 is 61.92% higher compared to 2010. The Ease of Doing Business indicator had much lower intensity dynamics, the average annual change amounted to 1.84%, while the score of this indicator in the latest year in relation to the first year increased by 13.48%. The dynamics of FDI is characterized by higher oscillations during the analyzed period. Both observed phenomena, FDI inflows and Ease of Doing Business indicators, are characterized by a positive tendency in the period beyond 2015. Table 4 presents calculated values of Spearman"s correlation coefficients. The Spirman"s correlation coefficient is a non-parametric indicator of the variation between two variables. It"s values range from -1 to +1, with coefficient values greater than zero, indicating a positive relationship between variables, while values less than zero refer to the existence of a negative relationship between the observed variables. Based on the values of the Spearman"s rho coefficients in Table 4 , it can be noted that there is a strong correlation between the Resolving insolvency indicator and FDI (0.905). In addition, there is a direct interdependence between FDI and the indicators Dealing with Construction Permits (0.454), Starting a Business (0.286), Trading across borders (0.171) and Paying taxes (0.024). Coefficient values less than zero indicate negative correlation between foreign direct investment and Registering property (-0.311), Getting credit (-0.126), Getting electricity (-0.19), as well as Enforcing contracts (-0.259) indicators. The highest level of agreement with FDI is indicated by the indicator Resolving insolvency (0.905), with a significance level of 0.002, which indicates that this agreement is statistically significant. Further, there is a compliance between the FDI inflows and the Construction Permits indicator (0.454). FDI inflows are indirectly correlated with the indicators: Getting Electricity (-0.19), Registering Property (-0.311), Getting Credit (-0.126), and Enforcing contracts (-0.259). For the Getting electricity and Enforcing contracts, indicators are clear as their score decreases during the observed period. The score of the Getting credit indicator is slightly constant, so this value is obtained (there are no oscillations in the movement), so it is almost impossible to determine the relationship. During the observed period, the highest level of agreement with FDI is indicated by the indicator Resolving insolvency (correlation coefficient is 0.905), while the following indicators have a statistically significant correlation with the FDI inflows: Construction Permits, Starting Business, Paying taxes, and Trading across borders. FDI inflows are negatively correlated with the indicators Getting Electricity, Registering Property, Getting Credit, and Enforcing contracts (-0.19, -0.311, -0.126, and -0.259, respectively) .
The results of the survey indicate that the Resolving insolvency and Construction Permits indicators occupy a particularly important place among the Ease of Doing Business indicators, which indicates that there is a direct link between the FDI inflows and the quality of the regulations defined by Doing Business indicators. This can serve as a basis for government activities towards improving the quality of the business environment in order to attract as many FDI projects as possible.
